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SUBJECT: GENERAL TIRE/INSA CASE 

REF: A. SANTIAGO 2688; B. SANTIAGO 3930 

1. SUMMARY. ACCORDING TO NEWLY APPOINTED MANAGER, GENERAL TIRE 
AND GOC HAVE AGREED ON FUTURE INS AN OPERATIONS. IF GOC CAN NOW 
REPATRIATE CONTENTS OF FRUCTAL (LIECHTENSTEIN) ACCOUNT, IT WILL 
DROP FURTHER INVESTIGATION OF INSA'S PAST PRICING OPERATIONS. 
FRUCTAL’S PART-OWNER-, SCHIESS, HOWEVER, STILL MAY DECIDE TO 
PUBLICIZE INFORMATION WHICH SCHIESS SAYS WILL MAKE CASE 
SCANDALOUS. END SUMMARY. 

2. NEWLY APPOINTED GENERAL MANAGER OF GENERAL INSA, EDWARD 
SHERIDAN, VISITED EMBASSY TO BRING USG UP TO DATE ON SUBJECT 
CASE. SHERIDAN SAID THAT GOC, REPRESENTED BY CORFO, AND 
GENERAL TIRE (GT) HAVE REACHED AGREEMENT THAT GENERAL TIRE WILL 
SIGN TEN- YEAR MANAGEMENT CONTRACT WITH INSA WITH CORFO PLEDGE 
THAT GT WILL BE GIVEN COMPLETE AUTHORITY OVER INSA OPERATIONS. 

GT WILL IMMEDIATELY SEEK TO POSTPONE SEVERAL BANKRUPTCY PRO- 
CEEDINGS INITIEATED BY CHILEAN CREDITORS AS WELL AS FIND A 
LONG-TERM U.S. BANK LOAN TO COVER INSA'S $17 MILLION DEBT. (IN 
MEANTIME CURRENT REDUCTION IN DEMAND HAS FORCED INSA TO SHUT 
DOWN FOR 90 DAYS ALTHOUGH WORKERS CONTINUE TO BE PAID.) 
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3. REGARDING SCHIESS/SWIRES ARRANGEMENT AND FRUCTAL (LIECHT- 
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ENSTEIN) ACCOUNT, SHERIDAN SAID THAT SWIRES HD TRANSFERRED 
HIS RIGHTS IN FRUCTAL ACCOUNT TO GENERAL TIRE AND THAT GENERAL 
TIRE HAD IN TURN TRANSFERRED RIGHTS TO CORFO. CORFO WILL NOW 
TRY TO REPATRIATE CONTENTS OF ACCOUNT AND, IF SUCCESSFUL, 

WILL PROVIDE THEM TO INSA IN FORM OF LONG-TERM LOAN. SHERIDAN 
SAID CORFO HAS LET GENERAL TIRE AND SCHIESS UNDERSTAND THAT 
GOC WILL DROP INVESTIGATION INTO INSA'S PAST PRICING POLICIES 

WHEN FRUCTCAL ACCOUNT REPATRIATED. 

4. SCHIESS 1 HOLDINGS IN INSA STILL ENTITLE HIM TO REPRESENTATION 
ON INSA BOARD (IMPOTENT, IF CORFO VOTES WITH GENERAL TIRE 
MANAGEMENT AS IT HAS AGREED). GENERAL TIRE HAS TOLD SCHIESS 
THAT SCHIESS’ COMPANY WILL NO LONGER BE CONTRACTED AS INTER- 
NATIONAL PURCHASER FOR INSA RAW MATERIALS. SHERIDAN SAID SCHIESS 
NOW THREATENS THAT, UNLESS HE CONTINUES AS INSA'S INTERNATIONAL 
PURCHASE, HE WILL PUBLICIZE FURTHER INFORMATION ABOUT HIS 
ARRANGEMENT WITH SWIRES THAT WOULD TURN CASE INTO A SCANDAL 
(SHERIDAN SAID, "WE DON'T KNOW WHAT SCHIESS KNOWS OR WHAT 
EVIDENCE HE MAY HAVE.") 

5. DESPITE MANIFOLD OPERATIONAL AND OTHER PROBLEMS, SHERIDAN 
OPTIMISTIC THINGS WILL GET BETTER. AS FAR AS SCHIESS IS 
CONCERNED, SHERIDAN THINKS SCHIESS' CONSIDERABLE HOLDINGS IN 
INSA AND OTHER CHILEAN PROPERTIES WILL GIVE HIM GREAT INCENTIVE 
TO TURN OVER FRUCTAL ACCOUNT QUIETLY IN RETURN FOR GOC PROMISE 

6. COMMENT: DESPITE SHERIDAN’S PROFESSED OPTIMISM, PROBLEMS 
HE FACES ARE STILL GREAT, AND CHANCES OF GENERAL TIRE FAILURE, 
EITHER IN INSA OPERATIONS OR IN SCHIESS CASE, STILL LOOK 
UNCOMFORTABLY HIGH. 

POPPER 

TO ASK NO FURTHER QUESTIONS. 
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